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Committee on Expenditures in the Treasury 
Department, submitted the following 


REPORT ON AN INVESTIGATION AS TO THE RATE OF TAX ON 
OLEOMARGARINE. 


For some time a controversy has existed between the Treasury 
Department and certain manufacturers of oleomargarine as to the 
rate of tax which should be imposed by the department on oleo- 
margarine made by certain manufacturers thereof, during the years 
1911 and 1912. Under the law (act of 1902) oleomargarine is taxed 
at the rate of one-fourth cent per pound, unless said oleomargarine 
is artificially colored that causes it to look like butter of any shade of 


_ yellow, in which event it shall bear a tax of 10 cents per pound. 


During the investigation the committee heard a great deal of 
evidence, oral and documentary, on the subject as to whether or not 
the Treasury Department should accept in full the amounts hereafter 
set out, in lieu of the amounts claimed by the department, as the 


amount for which it could lay an assessment on the manufacturers 


thereof. The facts out of which this controversy grew, originated 
with the manufacturers of oleomargarine using a colored cottonseed 
oil in the manufacture of oleo, known as fulvous oil, golden yellow, 
butter oil, ete. 

The committee finds the following to be the facts in said contro- 
versy: 

1. The committee finds that the manufacturers of oleomargarine 
for the past 10 years have used every method known to science to get 
an oil not prohibited in the manufacture of oleo, by reason of the 
unhealthfulness of the article or the color of the finished commodity, 
so not to subject the oleo to a tax of 10 cents per pound; and in their 
investigations the manufacturers through their own bureaus of chem- 
istry, aided and assisted by private chemists, have experimented with 
sesame oil, mustard-seed oil, peanut oil soy-bean oil, etc. During the 
same time the refiners of cottonseed oil have conducted scientific 
investigations with a view of evolving a process of refining cottonseed 
oil which when refined would retain its natural color as found in its 
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oleo; but all of said experiments and investigations have proven 
fruitless, either because of the fact of the high expense attached to 
said processes or to the fact that the finished commodity failed by 
reason of the taste thereof to meet the demands of the trade. | 

2. The committee finds that unrefined cottonseed oil is highly 
colored, and that the normal refined cottonseed oil is colorless, white, 
or a tinge of yellow, and that the Louisville Cotton Oil Co., an oil 
refinery, claimed to have discovered a secret process of refining cotton- 
seed oil which would give it a color and when refined was free from 
artificial coloring matter, and that said company sold large amounts 
of this oil to the manufacturers of oleo, which was used by them in 
the manufacture of said commodity. 

3. That said oil was sold under the brand or trade name of fulvous 
oil, butter oil, golden yellow, etc., made by the Louisville Cotton Oil 
Co., and that during said time the manufacturers of oleo bought 
other oils from the Penn Oil & Supply Co. and the R. D. Winship Co., 
the latter as a broker of the Penn Oil & Supply Co., but all of said 
oil was treated with a view of giving it a color. 

4. That some of the manufacturers of oleo submitted samples of 
this colored oil to the department for analysis and examination before 
using the same in the manufacture of oleo, and at the time of sub- 
mitting said oil for examination sought permission of the department 
to use the same tn the manufacture of oleo at the rate of one-fourth 
cent per pound. 

5. That the department at the time said oil was submitted to it, 
or soon thereafter, examined the same for artificial coloring matter 
and found none, and it so expressed itself to Armour & Co., who sub- 
mitted said samples. But it informed said manufacturer that it 
believed said oil to be artificially treated or colored, and at the same 
time and later informed the manufacturers that it would not under- 

_take to prescribe a formula for their commodity, but should a colored 
oleo appear on the market it would be subject to investigation, and 
if found to contain artificial coloring matter, either as a result of 
coloring matter in the oil or in any other ingredient, it would be subject 
to a tax of 10 cents per pound. 

6. The committee further finds that a number of other oleo manu- 
facturers from time to time sought to get the department to give its 
permission to use said colored oil and thereby procure immunity from 
said department against the 10 cents per pound tax, but the depart- 
ment persistently refused to grant immunity and continued to inform 
the manufacturers that if it used said oil 1t would be at their peril, 
and in the event a colored finished commodity appeared upon the 
markets looking like butter, that it would be subject to investigation 
and if found to contain artificial coloring matter the same would be 
taxed at the rate of 10 cents per pound. 

7. That the Treasury Department has no concern whatever in the 
ingredients entering into oleo, except to see that no artificial coloring 
matter enters into the finished commodity, which would give it the 
shade or color of butter, either through the ingredients entering into 
the finished commodity or the finished commodity itself. its concern 
being only over tax liabilities or the revenues of the Government. 

8. That colored oleo, looking like butter. during the years 1911 
and 1912 appeared upon the market in the ordinary and usual chan- 
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‘nels of trade upon which a tax of one-fourth cent per pound was 

. paid. 

ps 9. A sample of colored oleo during the month of January, 1912, 

“was submitted to the Bureau of Chemistry in the Agricultural 

© Department for examination, and said bureau transferred the same 
to the Bureau of Animal Industry in the same department, where 
it was chemically analyzed and the fact revealed that said oleo was 
artificially colored and that the colorant used was sulphur. 

10. That the Bureau of Animal Industry has nothing whatever 
to do with the revenues of the Government, its function being to 
100k after the healthfulness of the commodity, While it permitted 
cottonseed oil as an ingredient of oleo, it prohibited the use of sul- 

hur. 

. 11. That the Bureau of Animal Industry, looking after the health- 
fulness of the commodity, in the month of February, through an 
order issued by it, prohibited the use of sulphur in cottonseed oil 
used in the manufacture of oleo or in the finished commodity. 

12. That after sulphur was discovered in the oleo as herein set 
out a large number of samples of fulvous oil, golden yellow, butter 
oil, etc., were examined; in some of said samples sulphur was found 
and in some no sulphur was found. But all of said oils so examined 
presented a color showing artificial treatment. 

13. The committee finds that in the process of refining cottonseed 
oil it is possible by heating the same and while in its heated condition 
to pass sulphur or sulphur fumes through said oils and thereafter by 
a process of washing or refining wash or blow the sulphur out of it, 
and yet the oil retain an artificial color. 

14. The committee further finds the first time the Bureau of Animal 
Industry examined said oil or oleo for sulphur was in January, 1912, 
and found the same by making or applying what is known as the sil- 
ver test—a standard test for sulphur. 

15. The committee finds that the Treasury Department at the time 
said colored cottonseed oil was submitted to it examined the same 
for coal tar and vegetable color and failed to find any such colormg 
matter in said oil. But the committee finds that after January, 1912, 
the Bureau of Chemistry, in the office of the Commissioner of Internal 
Revenue, on an examination of samples of this oil and oleo found the 
same to contain abnormal quantities of sulphur. 

16. The committee finds that the colored matter used by the Louis- 
ville Cotton Oil Co., the Penn Oil Supply Co., and the R. D. Winship 
Co., the latter as a broker for the Penn Oil Supply Co. and the Sher- 
man Oil Co.—engaged during the years 1911 and 1912 m manu- 
facturing and refining cottonseed oil, and which oil was sold by them 
to the manufacturers of oleo—was artificially treated with sulphur 
by adding the sulphur to said oil during the process of refining the 
same, or by blowing sulphur fumes through the same when said oil 
was in a heated condition, and which sulphur and sulphur fumes 
being passed through said oil while in a heated condition gave to 
the same a color, and which when manufactured into oleomargarine 
gave a shade of color to said oleo, causing it to look like butter. 
And this artificially treated oil was sold to the manufacturers of oleo 
at an increase of from 1 to 2 cents per pound. 

17. The committee finds that the department obtained from the 
books of the manufacturers of oleomargarine, the names of whom are 
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hereinafter set out, the total quantity of treated oil used by them in 


the manufacture of oleo, and that this was corroborated and reen- 


forced by the records and books of the railroad companies that 
shipped said oil over their lines to said manufacturers, and this was 
further fortified and supported by the books of the refiners of cotton- 
seed oil, to wit, the Louisville Cotton Oil Co., the Penn Oil Supply 
‘Co., and the R. D. Winship Co. 

18. The committee finds that the department called upon and asked 
the manufacturers to submit their formulas from which said oleo 
was manufactured and that said manufacturers fully complied with 
said request and furnished to the department their said formulas, 
which said formulas gave the per cent of cottonseed oil that went 
into the manufacture of oleo; and from the total amount of artificially 
treated cottonseed oil found by the department to have been used by 
the manufacturers of oleo, the department found that the manufac- 
turers of oleo made and manufactured amounts thereof sufficient to 
make the total assessed liability amount to the several sums herein- 
after set out against each one of said manufacturers, to wit: 


1058 L079 SNR a a aig et ey ie a Me PSE Rg $004, 167. 21 
etSeibtirerine. COssteaer t= > se ekaee ses oes ec eee cree 68, 321. 38 
Cxpital' City Dalby Cow ku. W222 Sht i288 oi ETE 266, 434. 93 
Mound City. Buitterine(Gos.i.:245: Sees tae a rerciete ae 4, 680. 00 
Hiniedman! Mamutacthunme (Col: 3525 eto ae eee 79, 875. 91 
Blanton WManiulaetusiny GO... 22-2 eee 6, 876. O1 
Hammonds OOLvse sane Sse = tes SoS ne eet etree ee OO ERO 
ATO Koc OOS : HEI a ae SEUSS ee Es ST ene 122, 886. 85 
Oakdale ManutacturimeOo-5. si) 52-22. See - 26> ERE 11, 371. 98 
hiowB wiberine COs se see. ts a ae ee Oe ees a 126, 331. 33 
National Buthenme Op. bus. pee seer ee i cen 11, 658. 46 
Vermciint Mam iiac tari koO! ate meee omen ee ere are ian 368. 16 

Do tall: . 55 tis shares erases: te ee Oe ee Se eee “1, 246, 628. 62 


19. The committee finds from the evidence that the above amounts 
are due the Government by reason of said oleomargarine being arti- 
ficially colored and taxable at the rate of 10 cents per pound instead 
of one-fourth cent per pound, which latter tax the manufacturers 
paid. 

14. And the committee finds that the followmg manufacturers have 
offered as a compromise and full settlement in lieu of the amount pro- 
posed to be assessed against. them by the department, to wit: 


DARIN OWES: Gr CO ho Serres epee eee oho) See NES Oe SS. 8, ge ee $10, 000 
Pfiedman*Mantigernrine 05a ee. 2 cen: pees bes mos 7, 500 
@.H. Hammond i Ooo i Hk SPC ae. eee 
Wants: Jit MiG egr2 ai: anbRt a: eabteatty toes 0 ene Pipe eit eye ve eee ere e 25, 000 
US iBirtierin@so 25 Peeters ie aie nae ae eh eee iE 6, 000 
Blanton Mami taccuniney CO tae co ia. eats oe ee eee ies Sere 600 
Mhio Buttetine Coo. ene a ere Ee ee eee 10, 000 
Capital City Diary. Fe ie A ee Ae Ee ae 22, 000 
Total amount offered in compromise and settlement in 
1 Ne epteet bear meu RF Senos Se vee aa eR SS 101,100 
RECOMMENDATIONS. 


1. The committee recommends against the acceptance of said sum 
of $101,100 by the department in full settlement and in compromise 
of the amounts found by the committee to be due the Government as 
set forth in the finding 18. 
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2. The committee recommends that the department make an assess- 
ment against each one of the manufacturers as set forth in finding 18 
for the amounts set forth therein. 

- . W. E. Cox, Chairman. 


Views oF Mr. Gorxke, Mr. Lopeck, anp Mr. CALLAway. 


We, the undersigned members of the committee, recommend: 

1. That the offered compromise be rejected. 

2. We recommend that the department make an assessment in one 
of the cases, selected by the department, and require that it be paid 
in full, and party paying in bring suit to recover same, all other par- 
ties agreeing to abide judgment in case tried in proportion to their 
respective liabilities. 

J. H. Gorxe. 
C. O. Lopeck. 
Oscar CALLAWAY. 


MINORITY REPORT. 
Views or Mr. Hitt ann Mr. Youna. 


We, the undersigned minority members of the committee, after a 
thorough examination of the testimony, can not concur either in 
the presentation of the case by the majority or in either of the 
foregoing recommendations in their entirety. 

We are first of the opinion that as the matter is now in the hands 
of the executive department of the Government, in compliance with 
the law and subject to its disposition and adjustment, no reeommen- 
dation by this committee is necessary. 

If such recommendation is desired, we would advise either that a 
test case be made in accordance with the recommendation of the 
majority of the majority members, or that the whole case be com- 
promised in accordance with the recommendation of the Solicitor 
of the Bureau of Internal Revenue, in the discretion of the Secretary 
of the Treasury, and we refer to the able and exhaustive review of 
the case by the Solicitor in justification of our final recommendation. 

BE. J. Hiv. 
H. O. Youne. 
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